Most of the previous studies on intellectual capital disclosures have been conducted from developed countries' context. There is very limited empirical evidence in this area from the context of emerging economies in general and Africa in particular. This paper is one of the early attempts in this regard. The main purpose of this study is to examine the extent and nature of intellectual capital disclosures in 'Top 20' South African companies over a 5 years period (2002)(2003)(2004)(2005)(2006). The study uses content analysis method to scrutinize the patterns of intellectual capital disclosures during the study period. The results show that intellectual capital disclosures in South Africa have increased over the 5 years study period with certain firms reporting considerably more than others. Out of the three broad categories of intellectual capital disclosures human capital appears to be the most popular category. This finding stands in sharp contrast to the previous studies in this area where external capital was found to be most popular category.
Introduction
Intellectual capital (IC) refers to the resource base of an organisation which relates to, inter alia, knowledge and skill set retained by the organisation. It also includes important organisational relationships with the outside world. In today's global knowledge economy perhaps more attention needs to be given to the intellectual capital to maintain competitive edge. As a result, organisations are attaching increased importance to the recognition, measurement and reporting of intellectual capital. This emerging practice has attracted attention of the academic researchers and a significant literature has evolved in recent times.
A strand of this literature has examined the extent and nature of intellectual capital disclosures (ICD) in the corporate reports. Within this strand of ICD literature researchers have mainly examined the ICD within the published annual reports (subject to some exceptions) by the use of content analysis procedures (See for example, Abeysekera, 2008a; Abeysekera & Guthrie, 2005; April, Bosma, & Deglon, 2003; Bozzolan, Favotto, & Ricceri, 2003; Burgman & Roos, 2007; Goh & Lim, 2004; Guthrie, 2001; Guthrie & Petty, 2000; Pablos, 2003; Petty & Cuganesan, 2005; Seetharaman, Sooria, & Saravanan, 2002; Striukova, Unerman, & Guthrie, 2008; Sujan & Abeysekera, 2007; Vandemaele, Vergauwen, & Smits, 2005; Vergauwen & Alem, 2005) . The purpose of this paper is to contribute to this strand of ICD literature from an emerging economy perspective.
Most of the previous studies on ICD have been conducted from the developed countries'
context. There is very limited empirical evidence in this area from the context of emerging economy in general and Africa in particular (but see, Abeysekera, 2008a; Abeysekera & Guthrie, 2005; April et al., 2003; Goh & Lim, 2004) . This paper is one of the few early attempts in this regard. The main purpose of this study is to examine the extent and nature of ICD in 'Top 20' South African companies over a five years period (2002) (2003) (2004) (2005) (2006) . There is only one ICD study available from the South African perspective which is conducted by April et al (2003) . The current study builds on the work of April et al (2003) . They used only one year's data (2001) which is nearly a decade old. Moreover, they focused mainly on the mining sector of South Africa. The current study extends this previous work by using more up to date data and also differs in other significant aspects. For example, it provides a longitudinal perspective of ICD in South Africa over a five years period using cross sectional data rather than concentrating on a single sector and a single year. Moreover, our current work is based on a robust sample of 'Top 20' companies as per 2006 ranking of South African companies by the Financial Mail (FM) which looks beyond corporate size and financial numbers.
The paper proceeds with a review of prior research on ICD in the next section. In this section we mainly concentrate on a sub set of IC literature which examines ICD within the annual reports mainly using content analysis procedures. The third section examines the socioeconomic and political context of South Africa within which ICD is being made. The fourth section explains the content analysis procedures adopted in this paper and justifies the sample selection procedures. The penultimate section presents the main results of this study in details. The final section provides discussion and conclusion of the results.
Prior Research
As indicated earlier, most of the previous studies on ICD have focused on developed countries such as Canada, Australia, Ireland, United Kingdom and other continental European countries. Bontis (2003) conducted a content analysis of the annual reports of 10,000 Canadian corporations. The study used a list of 38 intellectual capital related terms, searched electronically within the annual reports. Significantly, small levels of disclosure were found with only 74 occurrences by 68 companies across the 10,000 reports. Guthrie & Petty (2000) examined the ICD practices of the largest 19 listed companies in Australia and one other company that held itself out as being best practice in the field of intellectual capital reporting to act as a benchmark. Their intellectual capital framework consisted of 24 separate intellectual capital items across 20 companies. Their findings suggested that intellectual capital was poorly understood, inadequately identified, inefficiently managed and inconsistently reported. This also included the 'best practice' firm.
They concluded that Australian companies did not compare favourably with European firms in their ability to measure and report intellectual capital. Brennan's (2001) study looked at the extent of ICD in 11 knowledge-based firms in Ireland.
The study compared the firms market and book values and also conducted a content analysis of the annual reports. Brennan's study concluded that, with the exception of two firms, there were significant differences in market and book values suggesting these firms had a substantial level of intellectual capital. However, the study found that the amount of disclosure by the firms was substantially low. She concluded that there appeared to be little interest in, and progress towards, measuring and reporting of intellectual capital by the Irish companies. Striukova et al (2008) have provided an empirical understanding of ICD practices of the UK companies. However, to develop this understanding the study considered a range of media in which ICD was made including annual reports, website, CSR reports and other reports. Their sample included 15 companies from the FTSE index covering four sectors, viz. information technology, pharmaceutical, real estate and the retailing. The key findings of the study include variations in ICD with company size and industrial sectors. Contrary to a priori expectations the study reported that knowledge intensive sectors (e.g. information technology and pharmaceutical) did not disclose most of the intellectual capital items. Consistent with the previous studies they confirmed that external capital was the most popular category amongst the firms. Striukova et al (2008) extended the previous UK study on ICD by Williams (2001) Europe showing extensive disclosure on external capital of around 49 percent, 30 percent related to internal capital and the remaining 21 percent concerning human capital. They also found that the size and industry of the firms had a significant effect on the level of disclosure.
In a latter study Bozzolan, O'Regan, & Ricceri (2006) compared the ICD practices of Italy and the UK. They could not support the hypothesis that country of origin had an influence on ICD practices. Other comparative studies, however, showed differences in ICD practices in different countries. For example, in a comparative study Vandemaele et al (2005) showed that UK and Dutch companies made less ICD than the Swedish companies.
While a great deal research has been undertaken on ICD practices in developed countries a substantially less amount of research can be found on ICD practices in emerging economies.
Only a handful of studies are available from the emerging economies' context. The most noteworthy here is the study conducted by Abeysekera & Guthrie (2005) over a 2 year period (1998/1999 to 1999/2000) into ICD practices of the top 30 Sri Lankan companies listed on the Colombo Stock Exchange. Informed by Guthrie & Petty (2000) their framework consisted of 45 intellectual capital items classified into external capital, internal capital and human capital items. Their findings showed that there was a notable increase in the frequency of disclosure over the two year period with external capital as the most reported category.
Internal capital was the least disclosed category and it actually decreased over the period in terms of line count. In a later study Abeysekera (2008a) showed that mining companies in South Africa tend to report less on intellectual capital attributes than the other companies and that they focused more on external attributes such as business collaborations and favourable contracts. It was concluded that although the companies valued intellectual capital they lacked appropriate systems and structures to measure it meaningfully. As far as we know this is the only study available from the African perspective.
Most of the previous studies of the ICD are descriptive in nature and did not employ theoretical perspectives to understand corporate motivations behind ICD (but see, Abeysekera, 2008b) . Guthrie, Petty, Yongvanich, & Ricceri (2004) have called for theoretically informed ICD research and argued that stakeholder theory and legitimacy theory might help in this regard. Legitimacy theory, according to Guthrie & Parker (1989) , is based on the notion that firms are bound by the social contract in which they agree to perform various socially desired actions in return for approval of their objectives and this ultimately guarantees their continued existence. This would suggest that companies disclose intellectual capital information to appear legitimate in the eyes of society and to avoid the potential costs that arise from non-legitimacy. Alternatively, stakeholder theory suggests that all stakeholders have a right to be provided with IC information. The theory is based on the premise that management is expected to take on activities expected by their stakeholders and to report on those activities to the stakeholders (Guthrie et al., 2004) .
The above review suggests that most of the previous studies focused on single year's data while only a handful of studies used longitudinal data. Several researchers (Abeysekera, 2008a; Bozzolan et al., 2003; Guthrie & Petty, 2000; Kamath, 2008) which implies the dominance of knowledge based firms holding significant intellectual capital related assets. Hence, the issue of ICD might be very significant for the South African firms. We consider the socio-political context of South Africa in the next section.
The South African Context
South Africa is a nation of over 47 million people of diverse origins, cultures and beliefs (www.safrica.info). According to World Bank classifications South Africa is classified as an upper middle income country with well developed financial, legal, communications, energy and transport sectors (www.worldbank.org/southafrica). It has the largest stock market in Africa. Due to an abundance of natural resources such as gold, diamonds and platinum, mining continues to be an important industrial sector. However sectors such as clothing and textiles, banking and financial services and information technology have shown significant growth in recent years (www.mbendi.co.za).
Although it boasts as the largest economy in the Sub-Saharan Africa and continues to demonstrate an impressive acceleration of economic growth, the country is plagued with major problems of large socio-economic inequalities that resulted from the apartheid regime.
During this period black South Africans who accounted for 90 percent of the population were prevented from participating in the economy and were denied the right to acquire factors of production: land, labour, capital and entrepreneurship (Gqubule, 2004) . Today, in post apartheid South Africa the resulting problems continue to manifest themselves in the form of poverty, crime, corruption and high rates of HIV/AIDS infections (www.cia.gov). (Vachani, 2004) . The epidemic has also transformed itself from a social issue to a business issue due to the direct implications on human capital. The current and also future workforces are now placed at increasingly high risk as the epidemic disproportionately affects people during their most productive years. It, therefore, makes business sense for companies to respond to the epidemic. HIV/AIDS directly affects the business through increased costs, loss of productivity, and threatens the foundations of the economies in which they operate. The epidemic, therefore, has a clear impact on a company's profitability. Studies carried by the UN predict the epidemic could cost South Africa as much as 17% in GDP growth alone by 2010 (www.unaids.org).
Over the years the South African government received criticism for a lack of involvement in dealing with the epidemic, however, more recently the government has introduced several policies including laws that permit compulsory licensing that enable the manufacture of low cost anti-retroviral drugs. Increased domestic resources also continue to be invested in national prevention and treatment programs with around $927 million committed in 2006-7 (www.unaids.org).
As a result of apartheid a 'two economies' scenario exists in the country, a concept first introduced by the former President Thabo Mbeki (Gqubule, 2004) . The first economy is modern and produces the bulk of the country's wealth, and is integrated into the global economy. The second is underdeveloped, contributes little to the country's GDP and remains disconnected from both the first economy and the global economy. Gqubule (2004) explains that within the modern economy, black South Africans are highly marginalized and as research indicates black investors control only 3 percent of the stock market whereas whites account for 90 percent of management positions and a further 98 percent of executive director positions in private listed companies. The World Bank suggests that South Africa's income aggregates hide extreme differences in wealth between whites and non-white population, with around 13% of the population living in 'first world' conditions while at the other extreme, about 45% living in developing country conditions (www.worldbank.org/southafrica).
Since the country's first democratic elections in 1994 the South African government has taken various attempts to tackle these problems. One of the earlier initiatives introduced was the GEAR (Growth, Employment and Redistribution) policy in 1997. The policy set the goals of achieving a real GDP growth of 6% by the year 2000, creating at least 400,000 jobs every year and boosting the investment climate in order to attract foreign investment. What was considered an overly ambitious policy produced mixed results. Although it brought greater financial discipline and macroeconomic stability it failed to deliver in areas such as employment and did little to redistribute wealth across racial lines (www.info.gov.za).
In 1994 the first King Report was published by the King Committee on Corporate Governance, headed by the former High Court judge Mervyn King. The report incorporated a Code of Corporate Practices and Conduct for directors and was the first of its kind in the country aimed at promoting the highest standards of corporate governance in South Africa (www.iodsa.co.za). At that time the report was considered groundbreaking because it went beyond financial and regulatory aspects of corporate governance. According to auditing firm Deloitte, the report advocated an integrated approach to governance by including principles of good social, ethical and environmental practice. The King report also successfully formalized the need for companies to recognize that they no longer operate independently from the societies in which they function (www.deloitte.com).
The second King Report (King 2) was published in 2002. The second report was deemed necessary to reflect changes in relevant legislations. In addition, thinking in corporate governance internationally and the increasing reliance on technology in driving business strategy suggested that an update was required (www.deloitte.com). The report provided guidelines to South African companies who were seeking to improve their disclosure practices and recognize the importance of the relationship between an enterprise and the community in which it exists (www.cliffedekker.com). A key guideline in the report asked for a shift from the 'single bottom line' (i.e. financial) towards the 'triple bottom line' approach, a term first coined by the consultancy firm SustainAbility that referred to economic, social and environmental considerations (www.sustainability.com).
Two new areas: risk management and non-financial sections were also added to the report.
Risk management asked business leaders to consider whether they addressed any potential areas of risk as well as non-financial matters that affected the business. This included various topics such as stakeholder engagement, social and ethical issues, health & safety and the environment. Notably issues such as Black Economic Empowerment and human and intellectual capital were also asked to be considered (www.deloitte.com).
In 2004 the government enacted the Black Economic Empowerment (BEE) Act. This Act requires private companies to set targets for black participation in equity ownership, management and procurement, and the upgrading of skills. The strategy behind the Act is based on the acknowledgement that not only is change politically and socially necessary, but for the South African economy to continue growing none of its citizens can be excluded from the economy (www.info.gov.za). Southall (2007) notes that critics have argued that the Act serves to block foreign investment, reverse discrimination and encourages a re-radicalisation of the political economy by promoting the growth of a small but remarkably wealthy politically-connected 'empowerment' elite. He adds that the policy requires businesses to look at the social background of any potential employees instead of making decisions purely based on qualifications and experience.
Research Methodology
To Table   1 .
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The FM ranking is considered distinct because it does more than merely indicating the richest or wealthiest companies in South Africa. As FM suggests it attempts to identify companies that have done well but are likely to outperform the market (www.topcompanies.co.za).
Moreover, our sample contains a good cross section of firms with different sizes and different industries. This is in contrast with the previous studies which mainly focused on the largest companies. These leading edge companies are more likely to provide examples of best practices in ICD. Most of the previous ICD studies used annual reports for the examination of ICD practices in different countries. In terms of disclosure of information, both financial and non-financial, it is generally agreed that published annual reports remain the most important sources of information for many stakeholders. They comprehensively and compactly represent the views and concerns of individual firms (Bontis, 2003) . Guthrie et al (2004) explain that annual reports also have the advantage of being regularly produced and offer the opportunity for a comparative analysis of management attitudes and policies across reporting periods. This means they can be accepted as a barometer of a company's attitude towards corporate reporting because a company has complete editorial control over the document (except the audited financial section) and it is the most widely distributed public document produced by the company. They are also required by legislation in many countries including South Africa, and produced on a regular basis by all companies (Guthrie et al., 2004) .
To examine the nature and extent of ICD practices in South Africa we have applied content analysis method in this paper. The method remains popular amongst ICD researchers because it seeks to analyse public information systematically, objectively and is considered a reliable approach to determine the content of written publications and to make replicable and valid inferences (Guthrie et al., 2004) . Its extensive use in intellectual capital disclosure research, as Abeysekera & Guthrie (2005) suggest, demonstrate that it is a very popular research procedure in ICD studies.
For the purpose of carrying out the content analysis we have adapted the instrument used by Abeysekera & Guthrie (2005) . Their instrument was chosen for two reasons. Firstly, their study remains one of the few undertaken in an emerging economy context. Secondly, we considered it as a suitable benchmark for further studies in emerging economies. Finally, their framework is based on, and improves, one of the earlier frameworks in ICD research by Guthrie & Petty (2000) . Abeysekera & Guthrie's (2005) content analysis instrument consisted of intellectual capital items that were categorized into human, internal and external capital. However, their study was conducted from the Sri Lankan context. We have added three new items to ensure this study fits the South African context. The new items Black Economic Empowerment (BEE), Disadvantaged and HIV/AIDS have been included under the sub category Equity Issues in the Human Capital category. These items were included to reflect both the political and social context of South Africa. Although their inclusion would affect comparisons of the results across countries, the researchers felt they were important considerations that could not be excluded. Abeysekera & Guthrie's (2005) instrument are generally more or less straightforward to understand. However, they did not report any definitions or 'coding rules'. Some of the items in their framework were difficult to understand, and came across as very abstract. This meant coding and identification of these terms in the annual reports would be inconsistent. The terms included 'entrepreneurial spirit', 'know-how' and 'financial relations'. For this reason it was decided to remove these categories in order to eliminate potential ambiguity and misunderstanding. As Beattie & Thomson (2007, p.11) suggest, 'in the absence of explanation and transparency, interpretations of the findings across studies are potentially meaningless.' After necessary modifications our instrument included 39 items in total. These items together with the decision rules are shown in Table 2.   TABLE 2 ABOUT HERE   As Table 2 shows our content analysis framework includes 39 items in total divided into three broad categories of human capital (25 items), internal capital (4 items) and external capital (10 items). The items have also been divided into 15 subcategories (shown in italics in Table 2 ) to bring more rigor to the analysis. We believe this instrument is rigorous enough to capture the ICD practices in South African companies for the reasons noted above. For analytical purposes, we have used two measures: frequency count (number of times a particular item was mentioned) and line (sentence) count (volume of disclosure). Frequency count was carried using a scale of 0 and 1. 0 was recorded for no disclosure and 1 for disclosure of a particular item. For measurement of volume of ICD other measures such as number of words or pages can be used. We have used line count because line counts give us an opportunity to infer from the narrative statements. Word count would not serve this purpose. Given the lower level of ICD in South Africa page count was not considered appropriate in this study. In addition to the frequency count and line count we have also The first concern is related to the skills and experience of the coders. In this case one of the authors is quite experienced in content analysis and has used it extensively in his previous studies. He trained the other author and engaged in significant discussions to resolve issues before, during and after the content analysis. In addition, the data recorded was reviewed after multiple time intervals to ensure they were coded objectively and consistently. In conducting manual content analysis on a significant number of annual reports a practical threat to reliability was 'coder fatigue', described by Neuendorf (2002) . This is due to the high level of attention to detail required in analysing each report. The potential threat became apparent particularly when analysing the much larger reports made up of over 200 pages. To overcome this threat, sufficient breaks were taken between analysing the various sections of the annual reports as well as repeated coding to ensure accurate results. Several pilot attempts at coding were also undertaken to establish a good initial reliability, as suggested by Neuendorf (2002) .
Majority of the terms included in
The second concern is related to the reliability of the coding instruments. We have used an instrument which has already been tested in the previous studies. By modifying it we have further improved the instrument. Our well specified categories should help consistent coding decisions across time and achieving fewer discrepancies in coding. Explicit decision rules (see Table 2 ) were used to reduce degree of subjectivity in the coding exercise and to help distinguish between the relevant items.
ICD Practices in South Africa
The overall results reported in Table 3 indicate an increase in the amount of ICD by the South African companies over the study period of five years (2002) (2003) (2004) (2005) (2006) , and this was recognized across all 3 categories. Total ICD had almost doubled in 2006 as compared to 2002 both in terms of frequency and line counts.
TABLE 3 ABOUT HERE
The proportion of ICD categories in terms of frequency is shown in Figure 1 . From the Figure 1 it is evident that human capital was by far the most reported category and represents over 60% of total ICD in both years. Human capital is the only category which has increased in percentage terms. External capital was the second most reported category, with the least reported category being internal capital.
FIGURE 1 ABOUT HERE
We now examine the results one level further by analysing the results according to the subcategories shown in Table 2 . The sub-category wise results are shown in Figure 2 .
FIGURE 2 ABOUT HERE
Once again the majority of the disclosure is found in the sub-categories towards the left of the Figure 2 indicating the dominance of sub-categories related to human capital. In terms of subcategory disclosure, 'Equity Issues' stood out as the most reported sub-category in terms of both frequency and line counts. This sub-category is made up of the items: Black Economic Empowerment, HIV/AIDS, Disadvantaged, Gender, Disability and Religion. However, as the item wise rankings (in terms of frequency) in Table 4 illustrates Black Economic Empowerment dominates this sub-category and by 2006 it is the most frequent item and had the highest volume of disclosures. (Foschini Annual Report, 2006, P. 49) Within equity sub-category another frequently occurred item was HIV/AIDS. One typical example is given below for illustration purposes:
Key staff health and welfare initiatives include the operation of a 24-hour, seven days a week health and wellness helpline and the implementation of a comprehensive HIV/Aids programme that includes the provision of free antiretrovirals to our permanent staff and their spouses. (MassMart Annual Report 2006, P. 84) However, remaining items within this sub-category were not much popular and mostly feature at the bottom of the rankings. Another two most frequent items within the broader human capital category were that of community involvement and training programs. In terms of the line per unit frequency ratio the volume of disclosures on community development nearly doubled by 2006 (2006: 6.01 and 2002: 3.5 ) and appears to be much higher than the overall average for the human capital category (2006: 2.93 and 2002: 3.29) . 'Systems' and 'brands' were the most frequently disclosed item across the study period within the internal capital and the external capital categories respectively.
The location where ICD is made can also be very important as it can provide additional insights regarding the significance attached to various ICD. Table 5 
Discussion and conclusion
The above results show that total overall ICD has increased over the study period and across the three categories. However, increase is particularly noticeable in the human capital category where it has doubled both in terms of frequency and line counts during the study period. This is also observed in the comparison of this study's findings with those of prior studies conducted from the emerging economy context. The comparison has been shown in Table 7 . Table 7 shows that like most of the previous studies this study also found internal capital as the least popular category. However, this study differs from the previous studies in that it reports human capital as the most popular category as opposed to external capital which was found by most of the previous ICD studies (including April et al's (2003) previous South African studies). The proportion of human capital disclosures has increased from 30% in the previous South African study (April et al., 2003) to 69% in the current study. This is a remarkable change in the pattern of ICD in general and South Africa in particular which needs to be explained further. It must be noted here that most of the human capital subcategories and items are related to various employee related issues. Amongst the 15 subcategories 'equity issues' attracted the top rank. This might be attributed to the strong political and social emphasis placed on 'equity issues' in South Africa. The South African government has taken several steps to ensure these issues are taken into consideration by the companies. Introduction of King Report 2 (2002) and BEE Act in 2004 is part of that initiative. These contextual factors have been discussed in section three to help us interpret the findings of this study. According to the legitimacy theory it can be argued that increased disclosures in the human capital category could be part of a corporate strategy to align with the societal expectations by demonstrating that they are adequately addressing these issues.
It is observed that that there are variations in ICD practices of different companies in different sectors which echoes the findings of Bozzollan et al (2003) and Striukova et al (2008) . The previous South African study by April et al (2003) indicated that mining companies had a lower propensity to ICD relative to other companies. This is confirmed by our study as well. The only two mining companies (Petmin and Schamin) included in our study did not perform very well in terms of their ICD and features at the bottom of the rankings shown in Table 6 . Similar to Bozzollan et al (2003) and Striukova et al (2008) we also observe variations between companies due to size effects. Bozzollan et al (2003) argued that larger companies undertake more activities with different business units, different critical success factors and different long term value-creating potential. They tend to disclose more information to provide stakeholders with a complete picture of the company. In this study this argument can be backed up using the MTN Group as an example. MTN is not only the largest company in our top 20 companies it is also ranked first for its ICD. On the other hand, the smallest company Don received lowest ranking.
In this study we have also captured the location of ICD. We have found that most of the ICD is located in the corporate governance and directors' report section of the annual report which indicates the level of importance attached to these disclosures by the South African companies. It could be due to these firms coming under a lot of pressures not only from stakeholders such as government and employees but also due to the increasing competition in the regional and global market place where more attention is paid to the non-financial factors that affect business. Very little has been disclosed in the financial statements section which implies that there are rare attempts to quantify ICD in financial terms. This could be due to difficulties involved in putting precise figures into the various ICD items. The knowledge in this area is still very limited and evolving in nature.
Out study contributes to the ICD literature on two counts: it provides an insight from the under researched African perspective and it provides a rare longitudinal perspective of ICD practice as opposed to previous studies which mainly concentrated on a single year.
However, like all other research the method adopted in this research has some limitations. For example, there are subjectivities involved in the coding procedures used. To minimise this we have used various measures explained in the methodology section. Moreover, it is not possible to interact with the data generated within the annual reports due to its fixed nature.
To overcome this future research might use interview method combined with content analysis to understand the corporate motivations behind ICD. Given the dearth of longitudinal research in ICD future research might involve a longer time period with more companies.
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